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METHODS AND STANDARDSFORDETERMININGP A Y "  RATES 
FOR SERVICESPROVIDED BY intermediateCARE f a c i l i t i e s  FOR 

PERSONSwith MENTAL RETARDATION 
(ICF'SlMR)THAT ARE NOTstate-owned 

SECTION 1.000 INTRODUCTION. 

Section 1.O 10 Generalpurpose. The purpose of Minnesota's methodsand standardsfor &&miningmedical 
assistance paymentrates for ICFs/MR that are not state-owned is toprovide for rates in conformity with applicable 
state and federal laws,regulations and quality and safety standards. Minnesota has in place a public process. .that complieswith the requirementsof Section 1902(a)(13)(A) of theSocial SecurityAct. In determining the rates, 
the Departmentof Human Servicestakes into account the provider's historicalcosts,thesize ofthe facility, and 
other factors. 

Facilities participating in theMinnesota Medical Assistance Program are paid by a prospectiverate-* 
methodology, based upon a contracting system. This methodology,established in Minnesota statutes,isdescribed in 
thisattachment. 

Facilities contract with the Department inorder to receive payment. Contracts include descriptions of payments that 
may be modified when significant changes occur use of a qualityin residents' needs, the establishment and 
improvement plan, appropriate andnecessary statistical information requiredby thedepartment annualaggregate 
facility financial information, and additional requirements for facilities not meeting thestandards set forth in each 
contract. 

Section 1.020 Rate methodology. The total payment rate forICFs/MR in existence as of October 1,2000, is the 
s u m  of the operating payment rate the property payment rate. 

Section 1.030 Definitions. For the purposesof Sections 2.000 to9440 9.060,the following terms have the 
meanings given them inthis section. 

Capacity days. "Capacity days" means the total number of licensed beds ofin the facility multiplied by the number 
days in the reportingyear. 

Capital assets. "Capital assets'' means a facility's land, physical plant, land improvements, depreciable equipment, 
leasehold improvements, capitalized improvements and repairs, all additions to or replacement of thoseassets. 
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Capital debt. "Capital debt"means a debt incurredby the facility for thepurposeofpurchasinga capitalet,to 

theextentthattheproceedsofthedebtwereactuallyappliedtopurchasethecapitalassetincludingpoints,financing 
charges, and bond premiums or discounts.Capitaldebt includes debt incurredfor the purposeofrefinancinga 
capital debt. 

ClassAbeds. "ClassAbeds"meansbedslicensedforambulatoryandmobilepersonswhoarecapableoftaking 
appropriate action for self-preservationunder emergencyconditions 88 determinedby state and federal Licensing 
law. 

ClassB beds. "ClassB beds" meansbeds for ambulatory,nonambulatory, mobile, or nomnobile persons who are 
not mentally or physically capable oftakingappropriate action for self-preservationunder emergency conditionsas 
determinedby state and federal licensing law. 

Commissioner. "Commissioner" means the commissioner the Minnesota Departmentof Human Services .  

day services. d a y  services" meansservicesorsupportsprovided to a resident thatenables theresident to be fully 
integrated intothe community day services may include supported work support during community activities.day 
train in^ and habilitation. community volunteeractivity adult day care.recreational activities.and other 
individualized integratedsupports 

Department. "Department" means the Minnesota Departmentof Human Services. 

Depreciable equipment. "Depreciable equipment" means thestandard moveable residentcare equipment and 
support service equipment generally used in anICF/MR. Depreciable equipment includesthe equipmentspecified 
in the major moveableequipment table of thedepreciation guidelines. 

Depreciation guidelines. "Depreciation guidelines" means The EstimatedUseful Lives of Depreciable Hospital 
Assets, issuedby the American Hospital Association, Illinois (Chicago:840 North Lake Shore Drive, Chicago, 
1983). The depreciationguidelines are incorporated by reference andare available for reference at the Minnesota 
State LawLibrary, Minnesota Judicial Center,25 Constitution Avenue, Saint Paul,Minnesota, 55 155. Only the 
1983 publication willbe used and will not change. 

Desk audit. "Desk audit" means the Department's review and analysis ofrequiredreports,supporting 
documentation, and work sheets submitted by the provider. 

Direct cost. "Direct cost" means a costthat can be identifiedwithina general cost category without the use of 
allocation methods. 

Facility. "Facility" or "ICFI"' means a program licensedto serve personswith metal retardationor related 
conditionsunder state laws,and a physical plant licensedas a supervisedliving facility understate laws, which 
together arecertified by the Minnesota Departmentof Health as an intermediatecare facilityfor the mentally 
retarded. 

Fringe benefits. "Fringe benefits" means workers' compensation insurance (including self-insurance plans), group 
health insurance, disability insurance, dental insurance, group life insurance, and retirement benefits or plans. 

Leasehold improvement. "Leasehold improvement" means an improvement to property leasedby the provider for 
the useof the facility that reverts to the owner the property upon termination of the lease. 

Medical assistance program. "Medical assistance program" means the program that reimburses the costof health 
care provided to eligibleresidentspursuant to state and federal law. 
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Occupancyreport. ''Occupancyreport"means the report submitted monthly 
by a facility indicating bed use databy client for the precedingmonth 

Payrolltaxes."Payrolltaxes" meansthe employer'sshare ofsocial security withholding ~exes,& &federal 
unemploymentcompensationtaxesor costs. 
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Private payingresident. "Privatepaying resident" means afacility resident whose care is not paid for by the 
medical assistanceprogram, cost of care program, or the CommunitySocial Services Block Grant for the date of 
service. 

Program. "Program"means those functions and activitiesofthe hili@that contributeto the care,supervision, 
developmental growth, and skillacquisition of the residents under statefederal laws. 

Provider. "Provider" meansthe corporation, governmentalunit, partnership, person,or persons licensed to operate 
the facility, which controlsthe facility's operation incurs the costs reported, and claims reimbursement under 
Sections 1.O 10 toW 9.060 or the care provided inthe facility. 

Provider group. "Provider group" means a parent corporation, any subsidiary corporations, partnerships, 
management organizations,and groups of facilitiesoperated under common ownershipor control that incurred the 
costs shown on the income and expense report that are claimed for reimbursement under Sections 1.010to W 
9.060. 
Quality improvement plan. "Quality improvement plan" means the document submitted by a facility to the 
Department describing thefacility's quality improvement process. 

Rate adjustment. "Rate adjustment" means a rate changegranted by the Department. The amount available for 
rate adjustments isset  by legislative appropriation. 

Rate year. For the initial year, "rate year" is effective, frommeans the period for which the total payment rate 
October 1,2000 throughDecember 31,200 1. Thereafter, "rate year" means a calendaryear. 

Related organization. "Related organization"means a person that furnishesgoods or services to a facility and that 
or a provider group, anis a close relative of a provider m a t e  of a provideror provider group,or an m a t e  of a 

close relative ofan m a t e  of a provider or provider group. For the purposesof this definition, the following terms 
have the meanings given them. 

A. affilitate means aperson that directly,or indirectly thoughone or more intermediaries, 
controls, or is controlled by,or is under common control with anotherperson. 

B. "Person" meansan individual, a corporation, a partnership,an association, atrust, an 
unincorporated organization,or a governmentor political subdivision. 

C .  "Close relativeof an affiliate of a provideror provider group"means an individual whose 
relationship by blood, marriage,or adoption toan individual who is an affiliate of a provideror provider group isno 
more remotethan first cousin. 

D. control including the t e r n  "controlling", controlled by", and "under common control 
with"means the possession, director indirect, of the powerto direct or cause the direction of the management, 
operations, or policies ofa person, whether through the ownership of voting securities, by contractor otherwise. 
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Repair. "Repair"meansthecostoflaborandmaterialsneededtorestoreanexistingcapitalassettosound 
condition after damage or malfunction or to mainbinan existing capitalasset ma usable condition 

Reporting year. ''Report@ year" means the period from January 1 to December31 immediatelypreceding the rate 
year,for which the provider submits its income and expense report. 

Resident day. "Resident day"means a day on which services provided to residents are rendered and billable, ora 
day for which abed is held and billed. 

Statewide advisorycommittee. "Statewideadvisory committee" means the committeecharged with reviewing 
county andprovider proposals and making recommendationsto the Department regardingfacilitypayment rate 
adjustments. The committee uses established criteria for rankingproposals in order to make recommendations. 

Total paymentrate. "Total payment rate'' means theamount establishedby the commissionerto reimburse the 
provider forservice provided to each resident. The total payment rateis calculated by adding the operating payment 
and the property payment rate. 

Variable rate. A rate approved bythe Department, upon the recommendation of the countyof financial 
responsibility, when there is a documented increase in needs of a resident.A documented increase is a 
demonstrated medicalor behavioral need that significantly impacts the typeor amount of servicesor equipment 
needed by a resident. 

SECTION 2.000 GENERAL REPORTING REQUIREMENTS. 

Section 2.0 10Required income and submit anexpense reports. By April 30 of each year.: %e provider must 
annual incomeand expense report on the form prescribed by the Departmentin order to receive medical assistance 
payments. The reports mustcover the reporting year ending the previous December31. 

Section 2.020 Required information. A complete income and expense report containsthe following items: 

A. Salaries and related expenses, including salaries to program, administrative, and supportstaff, payroll 
taxes andfringebenefits, andtraining. 

B. General operatingexpenses, including supplies, repairs, purchased services and consultants, utilities, 
food, licenses and fees, realestate taxes, insurance, and working capital interest. 

C. Property-related expenses, including realestate taxes,depreciation, capitaldebt interest, rent and 
leases, and property insurance. 

D. Facility income,including receipt of all income from accounts receivable related to facility operations. 

E. Annual resident days. 

Section 2.030Occupancy reports. 

A. A facility must maintain and submit monthly bed use data.The total payments made to a facility 
may beadjusted based on concurrent changes in the needs rateof recipients thatare covered by a variable 
adjustment. Any adjustment for multiple resident changes does not result facilitybase rate.in a decrease to the 
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B. Bed use data willalso indicate leave days and vacancies. 

Section 2.040 Deadlines, extensions, and rejections. 

A. AfacilitythatterminatesparticipationintheMedicalAssistanceProgramduringareportingyearmust 
submittherequiredannualincomeandexpensereportcoveringtheperiodfromJanuary1ofthatreportingyearto 
the dateof termination. The incomeand expense reportmust be submittedwithinfour months afterterminaton. 

B. The Department may reject anyannual income and expense report filedby a facilitythatis incomplete 
or inaccurate, or for which supplementalinformationis requid. In these cases, thedepartment will informthe 
facility whatadditional informationis requid. The facility will be givena reasonable amount of timeto supply the 
information. 

Failure tofile the required income and expense report and otherrequiredinformation consitutes a material breach 
of the contract, allowing the Department to pursueterminationof the contract. 

Section 2.050 Audits. 

The department will subject income and expensereportsand supporting documentation to desk audits.I f  
the audits reveal inadequaciesin facility recordkeeping or accounting practices, the Department mayrequire the 
facility to engage competent professional assistanceto correct those inadequacieswithin 90 days of the written 
notification by the Department. 

Section 2.060 False reports. If a provider knowingly supplies inaccurateor false informationon an income and 
expense report, the Department will exercise of terms provisions inits contract withtheits options under the breach 
facility. 

Section 2.070 Adequate documentation. A facility must keep adequate documentation. 

A. In orderto be consideredadequate,documentationmust: 

(1) be maintained in orderly,well-organized files; 

(2) not include documentation of more thanone facility in oneset of files 
unless transactionsmay be traced by the Departmentto the facility'sannual income and expense report; 

(3) include a paid invoice or copy of a paid invoicewith date of purchase, vendor name and 
address, purchaser name and deliveryaddress,listing of itemsor services purchased, cost ofitems purchased, 
account numberto which thecost is posted, and a breakdown of any allocationof costs between accountsor 
facilities. If any ofthe information to be listedon the invoiceis not available,the providers must document their 
good faithattempt to obtain the information 

(4) include copies of all written agreements and debt instrumentsto which the facility is a 
party and any related mortgages,financingstatements, and amortization schedules to explain the facility's costs and 
revenues; 

( 5 )  if a cost or revenue item is not documented under subitem (3) or (4),the 
facility must document the amount, source, and purpose of the item in its books and ledgers following generally 
accepted accounting principles andin a manner providing an audit trail; and 

(6)  be retained by the facility to support the five most recent annual income 
and expense reports submitted to the Department.The Department may extend the periodofretention if the desk 
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C. Payroll recordsmust be maintainedby a facility and must show theamount of 
compensation paid toeachemployee and the days and hours WorkEd Completeand orderly cost allocationrecords 
must be maintainedfor costallocations made among cost categoriesor facilities 
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SECTION 3.000 QUALITY improvementPLAN. 

A. Except for the initialrateyear, by the March followingthedofeach rate year,facilitiesmust 
submitreportsregardingthepreviousyearsqualityimprovementplanstothedepartment Fortheinitialrateyear, 
facility quality improvementplans must be submitmi by December 31,2000. 

B. Each quality improvement plan must identify a minimum ofoneperformancemeasure on which 
to focus duringthe contract period. 

C.Elements of a quality improvementplan: 

(1) afacility-specificqualityimprovementteam; 

(2) area(s) of need (and why), including the strategies used to identify the causes; 

(3) definition of thequalityimprovementgoal or benchmark; 

(4) identified data sources; 

(5 )  plan of action and strategies to addresstheproblem; 

(6) summarizedand interpreteddata; and 

(7) evaluation of the results,including how the quality improvement plan is communicated to 
residents, staff, and residents’ families, andhow the processis monitored and changedas needed. 

SECTION 4.000 DETERMINATION OF TOTAL PAYMENT RATE. 

Section 4.010 Total payment rate. The total payment rateis the sum of the operating paymentrate and the 
property payment rate. 

A. Operating paymentrate. 

(1) The operating payment rateis the facility’stotal payment ratein effect on September 30,2000,minus 
the property rate. It includesthe efficiency incentive ineffect asofSeptember 30,2000. 

(2)within the limits of appropriations forthispurpose, the operating paymentrate is increased for each 
rate year by theannualpersentage changein the Employment Cost Index for Private Industry Workers-Total 
Compensation in the second quarterof the calendaryear preceding thestartof the rate year. For theinitial rate year, 
the percentage changeis based on the percentagechange in the Employmentcost Index for PrivateIndustry
Workers-TotalCompensationforthe15-monthperiodfirom october 1,2000 December 31,2001 , s  
forecast by Data Resources, Inc. 

(3) The operating payment rate is adjustedto reflect an occupancy rateequal to 100 percent of a facility’s 
capacity days as of September 30,2000. 

(4) For the initial rate year, the Departmentwill make an adjustment to the operating payment rate for a 
facility that submits a plan, approved by the Department,in accordance withunit (b). Operating costs will be 
separated into compensation-related costs all other costs. Compensation-related costs means allowable program 
operating cost category employeetraining expenses and allowable salaries, payroll taxes, andfringe benefits for all 
employees except the administrator and centraloffice staff 


